




APRIL 1961 VOL. XI, NO. 4 


ALANA 


THE MANAGEMENT FORUM: Business Has a 
Mandate, Too 
Roger M. Blough 
SOUTHEASTERN CORNER: Manufacturing Employment 
in the Southeast, 1958-1960 
ATLANTA BUSINESS ACTIVITY 


GEORGIA 
Te ee 
ont oe Se SS ce 3 


OF BUSINESS ADMINISTRATION 


BUREAU OF BUSINESS AND ECONOMIC RESEARCH 


QUESTIONS IN COMPANY-OPERATED TRANSPORT 
Kenneth U. Flood 


ALCOHOLISM—The Hangover that Costs Industry 
a Billion Dollars 


Charles B. Methvin 


THE BUSINESS HISTORY: VI. The Problem of Synthesis 13 
George S. Gibb 











Authors and Articles 


KENNETH U. FLOOD 
“Questions in Company-Operated Transport” 


Because transportation is a necessary service for all com- 
panies, management is constantly searching for a “transport 
mix” that will give the most economical and satisfactory re- 
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accomplishing this. 
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Questions in 


Company-Operated Transport 


Kenneth U. Flood 


In order to survive in our competitive economy, 
management must constantly seek ways to reduce costs 
and improve service to customers. Transportation is 
one service companies cannot do without. Conse- 
quently, it becomes a continuing duty to search for a 
“transport mix” that will give this service in the 
cheapest and most satisfactory manner. 


When investigating the relative merits of private 
and for-hire transport, the decision-making executive 
must analyze a tremendous number of variables. He 
should study company policy regarding new capital in- 
vestments, expansion of company activities, and ac- 
counting practices; he should look into the inherent 
risks and limitations involved in each decision alterna- 
tive; and he should attempt to measure short-run 
gains against long-run potential developments in 
terms of service innovations by for-hire carriers, tech- 
nological developments, and changing competitive 
practices (such as increased emphasis on competitive 
pricing and transport coordination). 

Today the big trend is toward “do-it-yourself” long- 
distance trucking. The growth has been almost phe- 
nomenal, increasing much faster than for-hire motor 
carriage. It has been estimated that over one half of all 
intercity trucking now operates under the veil of being 
“private” or nonregulated transportation. A 1958 sur- 
vey conducted by Dun’s Review & Modern Industry 
showed about 3 out of every 4 of the 360 surveyed 
manufacturers operating their own trucks.’ 


Note: Mr. Flood is associate professor of transportation at Geor- 
gia State College of Business Admimistration. His article ts reprinted 
from the January-February 1961 issue of the Harvard Business Review. 
lt was written under a research grant from the Bureau of Business 
and Economic Research, Georgia State College. 





*June 1958, p. 86. 
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The objective of this article is to aid the busy execu- 
tive in his evaluation or re-evaluation of his transpor- 
tation situation. I shall point out the basic factors rele- 
vant to the choice of service and discuss various ques- 
tions that executives should ask. Most of my discussion 
will be limited to overland transportation. Air and water 
freight are obviously important methods of shipping, 
but owning or leasing a group of airplanes or ships is, 
of course, out of the question for most companies. 

The decision process I shall describe follows a 
three-step approach: 

1. Management must decide whether to use for-hire transportation 
or to do the transport job itself. 

2. If it plans to undertake the job, the next decision is what type 
of equipment to use: over-the-road tractor-trailer combinations, or 
piggyback trailer equipment using local motor cartage and railroad 
line-haul service, or freight containers (a transport device which 


potentially could lead to a revamping of the company's materials- 
handling procedure and its warehousing and inventory control 


methods). 

3. The final decision, no matter which plan is chosen, is whether 
to buy, lease, or rent the required equipment, 

Admittedly, the three steps outlined above are some- 
what interwoven to the degree that all phases should 
be investigated before any decision is made, but keep- 
ing them separate for purposes of analysis will simplify 
this discussion. 


PRIVATE VS. FOR-HIRE 


Transportation should be recognized as a business in 
itself, and serious thought given to it before deviating 
from one’s primary business. A change to company- 
operated trucking often requires different management 
skills, accounting procedures, and insurance coverage; 
new capital investments or long-term obligations; and 
different labor relations problems. It may affect public 
and customer relations. A reappraisal of other company 
policies covering pricing and sales terms, shipping pro- 
cedures, inventory control, warehousing, and materials 
handling may also be necessary. 

Before deciding whether or not to convert to com- 
pany-operated trucking, management should take a 
fresh look at its present traffic operation. In particular, 
the executive should: 








Consider whether the company’s traffic personnel are actually 
handling their transport purchasing effectively. A better understanding 
of how to perform the present c Management function may be 
required, rather than ownership by the firm of its own trucks. 

Size up new developments in for-hire transport both in terms of new 
transport pricing and service policies and in terms of innovations in 
equipment and operations. 

Analyze carefully the proposed private trucking operation: its short- 
run and long-run pros and cons, the possible risks and their conse- 
quences, and reliable cost comparisons. 


Study of Present System 


It would be quite tempting for an inexperienced or 
ineffective traffic man to try to improve his status 
within an organization by creating responsibility for 
himself through developing and heading up a 
company-owned trucking operation. Therefore, man- 
agement should carefully investigate the advantages 
(or disadvantages) of purchasing for-hire transporta- 
tion. Remember, when long-haul movements are in- 
volved, what you can do with private trucking, the 
railroads can do with less direct expense*—but whether 
they will is for you to determine. 

For example, because of more aggressive price com- 
petition between transport agencies and also more 
liberal regulatory policy, shippers’ rate-reduction pro- 
posals are given a great deal more consideration now 
than in the past. One railroad traffic official informed 
me that, although general rate increases since 1946 
have raised the general level of rates approximately 
100%, particular rate slashes on most competitive car- 
load traffic have resulted in particular rate reductions 
down to the 1946 level. Simultaneously, motor vehicle 
operating costs are rapidly increasing. 

Effective action requires the contacting of the 
“right” people within a carrier organization, instead of 
a salesman or a rate clerk; mustering support through 
future tonnage commitments; making definite rate- 
reduction proposals supported by adequate evidence 
of the competitive situation, such as comparisons 
of estimated private trucking costs with present ap- 
plicable rates and estimates of volume of tonnage in- 
volved; and a statement of alternative action in case 
the proposal is denied. Under ordinary situations this 
rate-reduction approach should be taken before any 
decision is made to convert to private carriage. 

Here are some questions that should be considered 
by any company that is contemplating going to private 
carriage: 


Whether possible transit privileges—such as storage or fabricating 
in transit—could be utilized to advantage. 

Whether costs could be reduced by taking advantage of currently 
published privileges such as stopping-in-transit to complete loading 
or for partial unloading, small shipment consolidation into carload 


*See John R. Meyer and others, The Economics of Competition in 
the Transportation Industries (Cambridge, Harvard University Press, 
1959), p. 52; James C. Nelson, Railroad Transportation Public 
Policy (Washington, Brookings Institution, 1959), pp. 172-173; and 
Ernest W. Williams, The Regulation of Rail-Motor Competition 
(New York, Harper & Brothers, 1958), pp. 210-212. 
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and truckload lots, or transloading and “marriage rule” shipment 
planning.* 

Whether membership in a nonprofit shippers’ association that con- 
solidates members’ shipments and performs other traffic services 
would result in reduced present transport costs. 

Whether all the available contract motor carriers have been ap- 
proached by your company’s traffic man. (A very complete directory 
can be obtained from the Contract Carriers Conference of the Ameri- 
can Trucking Association in Washington, D.C.) It may even be pos- 
sible, because of the joint-cost structure of motor vehicle operations, to 
find a contract carrier with an unbalanced traffic pattern favorable to 
your operation, This would give the shipper a wedge to negotiate 
freight charges on a less-than-average cost basis. Because of this joint 
cost and excess capacity, considerable price differentiation is possible. 


Recent Transport Innovations 


It has already been mentioned that the present 
rate-making atmosphere is conducive to particular 
rate reductions. This trend should continue with even 
more emphasis on direct-cost pricing rather than on the 
old value-of-the-service scheme of rate making. Price 
differentiations based on the value of the commodity 
are continually being shattered. In the railroad field 
new pricing schemes such as incentive rates (lower 
rates when weight of shipment is increased) and 
agreed rates (lower rates in return for shipper’s agree- 
ment to ship a major portion of his traffic by rail) 
have now gone into effect and will be used extensively 
in the future if permitted by the Interstate Commerce 
Commission. Railroad management has come to realize 
that major cost reductions can be made only through 
better utilization of the railroad plant; and better use 
can come about only through the establishment of 
prices below the cost of alternative modes of transpor- 
tation. 

The quickening developments in containerized 
transportation and piggyback rail service (service in 
which the railroad will transport the shipper’s trailer 
between origin and destination) have opened up a 
whole new area of cost and service improvements. 
Maximum efficiency and economy are obtained through 
a true integration of all modes of transport. Feasibility 
has been proven; but changes in regulatory policy, 
agreement on standardized design, practical inter- 
change rules, and investment studies needed to stimu- 
late development take time. These developments 
should be viewed in terms of (a) evaluating future 
for-hire service, and (b) the possibility of integrating 
piggyback and containerization with a private trucking 
operation. 

Great improvements have been made in packaging, 
such as rubberized bulk containers to fit on standard 
car and trailer equipment. Inflated dunnage, damage- 
free (“D-F”’) cars, and other devices have also re- 
duced railroad blocking costs and risk of damage in 
transit. 

The year 1959 witnessed the advent of the jet-age 


commercial transport. Most experts would agree that $ 





*Kenneth U. Flood, Advanced Traffic Management (Dubuque, Iowa, 
Wm. C. Brown Company, 1959), pp. 203-208. 
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this is a major breakthrough, making possible sub- 
stantial reductions in costs and allowing the airlines to 
compete on an “other than emergency shipment” basis. 
For example, the jet transport might revolutionize the 
marketing of fresh fruits and vegetables, to a great 
extent eliminating the need for canning and frozen 
food processing. 

These innovations could bring tremendous econo- 
mies, thereby lowering costs and improving the service 
of for-hire carriers. This prospect, coupled with greatly 
improved service possibilities and trends in competitive 
rate making, may make the potential economies of 
company-operated trucking a short-run proposition. 


PRIVATE TRUCKING 


The possibility of do-it-yourself trucking is such an 
important one, and its appeal is so great to many man- 
agements, that I shall single it out for special consid- 
eration. The following itemization of points to con- 
sider will, I hope, demonstrate two things: (1) gen- 
erally speaking, there are formidable arguments both 
for and against “doing it yourself,” and it is difficult 
to argue for one side or the other in the abstract; 
but (2) as applied to a specific company situation— 
and this is what I hope the reader will do—the pros 
may decisively outweigh the cons, or vice versa. 


What Are the Costs? 


When comparing company-operated trucking costs 
with present or possible future for-hire carrier charges, 
there are two general situations to look for which 
might justify company-operated trucks: 


(1) Look to see if, through coordinating your buying and selling 
activity, you can develop feasible balanced movement, e.g., loads in 
both directions without long “deadhead” movements or equipment- 
loading delays. The principle of two-way hauling is still basic to truck 
operation; the dispatched truck must return, loaded in some way or 
unloaded. Your cost comparison will then be actual company trucking 
costs against freight charges on both outbound and inbound com- 
modities. 

Since most agricultural commodities are exempt from economic 
regulation (no authority is required to transport on a for-hire basis), 
many shippers rely on their drivers’ securing return hauls of agricul- 
tural commodities. However, because of this exempt situation, rates 
are quite depressed. Therefore, even if such hauls can be secured, they 
may only contribute to operation expenses, such as cost of gasoline, 
and possibly to driver expenses. Multiple-plant operations may also 
indicate possibilities for balanced trucking operations. 

No one has to sell today’s top management on the merits of keep- 
ing its operations within the law. But management should be warned 
against faliacious schemes. Don’t risk your company’s reputation, or 
financial loss, in the form of court fines by pseudo-private “buy and 
sell” operations for the purpose of securing balanced movements, This 
will be discussed more fully presently. 

(2) Study the type of commodity being transported. If it is 
valuable freight with a high risk of loss, for-hire carrier charges may 
be extremely high, with little likelihood of rate reductions — 
negotiations. The old “value-of-service” scheme is still the basis for 
much transport pricing, especially with the railroads and common 
motor carriers. use of statutory provisions in the Interstate Com- 


merce Act—particularly sections 1(5), 2, 3(1), and 4—a rate reduc- 
tion on one particular commodity movement between a limited num- 
ber of points may create a legal cause of action for other shippers 
with competitive products or non-competitive products with similar 
shipping or transport characteristics. 





April 1961 





The carriers fear a chain reaction, whereby they could legally be 
forced to reduce rates on comparable traffic, thus losing more revenue 
than could possibly be gained by reducing a particular rate to gain re- 
turn traffic or other business. For example, aluminum doors are rated 
quite high. In one particular situation there is a for-hire carrier who 
would undoubtedly like to obtain a certain traffic movement and could 
do so by reducing slightly the rate between a Texas and a Georgia 
point. But his doing so would set a precedent or sound standard for 
comparing rates on all aluminum articles and for doors made of other 
materials. 

It is wise to forego one movement rather than to jeopardize the 
whole rate srtucture. Under circumstances such as this, with the cur- 
rent freight rate quite high, and though there is no return movement 
involved, it is possible to show an actual saving through the use of 
private trucking. 


In an analysis of private transport costs, make sure 
all costs are considered. For example, maintenance cost 
estimates should include high cost repairs on the road; 
accounting and bookkeeping costs may imcrease; a 
driver training and safety program will be required. 
Moreover, there will be added insurance, license and 
other fees, toll charges, interest on investment, per- 
sonal property taxes, road fines, accidents, employees’ 
fringe benefits, union and driver problems, and driver 
expenses away from home. Clerical, supervisory, and 
executive time will also be involved in operating 
company-owned trucks. 

On the other hand, savings in other distribution 
costs may be possible. Look to reductions in packaging, 
blocking, materials-handling costs, loss and damage, 
inventory investment, and the possible elimination of 
small branch-warehouse operations. In short, the total- 
cost concept approach is required. (See EXHIBIT I.) 


Will Service Be Improved? 


Because of the ability to exercise full control over 
the transport service, a good case for private trucking 
can often be built around service factors. Flexibility, 
reliability, fewer facilities, and better scheduling—the 
total problem of physical distribution—must be con- 
sidered. On the “plus” side, add: 


1. The ability to effect prompt and efficient delivery of rush or- 
ders to customers and thereby enhance good will. 

2. Extremely close coordination of production schedules with re- 
quired deliveries. This is especially important in multiplant operations 
or if the consignee is involved in assembly-line production, high 
fashion, or perishable goods, or in industries following fast stock 
turnover policies. 

3. The shortening of the physical distribution channel through 
immediate dispatch for direct delivery to customers, thereby eliminat- 
ing small branch-warehouse operations. 

Better opportunities to (a) solve particular problems such as 
congested shipping and receiving facilities, (b) prevent contamina- 
tion, (c) avoid inexperienced, harmful handling, and (d) get along 
without specialized equipment to reduce packaging and blocking costs 
or off-hour deliveries. 

5. Protection against transport service stoppage due to strikes and 
equipment shortages or congestion of facilities. 

6. Ability of salesmen to promise deliveries based on a prear- 
ranged delivery schedule that can be directly controlled. 

7. The opportunity for free advertising on company-owned 

uipment. (It should be added, however, that although trucks are 
often —— of as rolling billboards, inhaling diesel fuel while driv- 
ing behind a truck plastered with a brand name doesn’t create a 
favorable brand image! 


Note that the decision need not necessarily be be- 
tween for-hire and private trucking, but can be a com- 

















Exhibit 1. Comparative Costs for a Hypothetical Company 
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bination use: (a) private trucking might perform the 
definitely profitable transport service, while (b) the 
one-way, low-rated hauls to out-of-the-way destinations 
might be leased to the for-hire carrier. A shipper is 
fully logical if he moves his “low-cost” traffic by pri- 
vate carriage, but ships the remaining “high-cost” 
freight by other means when the opportunity to econo- 
mize exists. In the long run this policy might con- 
ceivably weaken his position with the carriers; he 
might not get “favored customer” treatment. Never- 
theless, realizing definite short-run economies in the 
light of vague and dubious long-run consequences 
seems to be the better decision. 


Management Burden? 


Despite the economies that many companies achieve 
by operating their own trucks, all is not smooth riding. 
The hiring of operating personnel, accounting for the 
many expenses involved, and possible dealings with 
new unions may entail more time and headaches than 
the returns on the operation justify. The executive 
should anticipate problems which require reappraisal 
of long-standing company policies, such as those con- 
cerned with pricing and sales terms (e.g., requiring 
F.O.B. destination), shipping procedure, inventory 
control, warehousing, and materials handling. More 
frequent interaction between traffic and sales, purchas- 
ing, and production may be expected. This may or 
may not be desirable depending on the abilities of the 
individuals involved. 

Look at the objectives of your company. What are 
you specializing in? Can you afford to deviate from 
this specialty and enter the field of transportation? 

On the other hand, look also at your competitive 
situation. If your major competitors have put in com- 
pany-operated trucking and consequently can offer a 
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slightly better distribution service, the best policy may 
be to meet this service competition—and to disregard 
any lower cost alternatives that may exist. 


Meeting Regulations? 


Management, in its decision-making process, should 
direct its attention toward two different types of regu- 
latory limitations: 


(1) It should ascertain whether the present or proposed trucking 
operation is legitimate private carriage, i.e., one not requiring operat- 
ing authority from the ICC or a state commission. Any plan that in- 
volves other than the normal business of your company should be 
thoroughly investigated as to its legality. 

(2) Management should find out what state and federal highway 
user regulations would be applicable to the company trucking opera- 
tion. A great variety of confusion exists in this area. 


Primary Business Test. An elaborate legal disserta- 
tion on the distinction between private and for-hire 
carriage is not possible here. What follows is only a 
general statement of ICC views with references to sev- 
eral good technical articles on the subject: 


The two most prevalent types of subterfuge are classified as “buy- 
and-sell”* operations and “dangling instrumentalities.”* The last-men- 
tioned situation will be covered in the discussion of equipment leasing 
later in this article. 

“Buy-and-sell” or “merchant-for-the-moment” are labels for truck- 
ing operations not conforming to the statutory “primary business” 
test, the essence of which is that legitimate private trucking consists 
of more than taking “title” to the goods transported. Situations of this 
sort arise when a Sean fide private carrier seeking to avoid the eco- 
nomic waste of costly “deadhead” mileage takes, on the return trip, 
title to goods for resale near the home base plant location. These 
goods are not transported in bona fide furtherance of his business 
(which is primarily nontransportational) but as a related or secondary 
enterprise with the intention of profiting from the transportation as 
such. Factors that tend to show nonprimary business activity are— 

1. Orders generally taken in advance of transportation, with little 

or no stock being maintained by the private operator. 


“See Robert F. Dudley, “Bona Fide Private Transportation As Op- 
posed To Pseudoprivate Transportation,” ICC Practitioners’ Journal, 
November 1959, p. 150. 


‘See Hugh T. Matthews, “Truck Leasing By Shippers & The Problem 
of ow + oe Instrumentalities,” ICC Practitioners’ Journal, January 
1960, p. 370. 
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2. Ultimate selling price based on the cost to the private trucking 
operator plus an amount for transportation. 
3. Goods moving directly from the supplier to the ultimate pur- 
chaser with no warehousing or sale from stock intervening. 
4. Sales made to coincide more or less with the carrier’s outbound 
operations so that buy-and-sell transportation covers what 
would otherwise be an empty return movement.° 
It is also illegal to trip-lease equipment to for-hire carriers, to 
rent trucking equipment (with or without the driver) to another ship- 
per for the return trip, or to become a joint lessee with another 
shipper where each furnishes freight in opposite directions.” 


Highway Use Regulations. Before entering com- 
pany-operated trucking, management must understand 
thoroughly, and be able to administer properly, the 
ICC safety regulations applicable to its operations. 
Such regulations include rules concerning minimum 
qualifications of drivers, standards of equipment, ac- 
cessories necessary for safe operation, and requirements 
concerning inspection and maintenance of vehicles. In 
addition, there is a mass of confusing state laws for 
trucks using the highways, with little uniformity from 
state to state—for example, size and weight restric- 
tions, ton-mile and other user taxes, licenses, permits, 
and municipal ordinances. The records needed for re- 
porting state mileages, gasoline consumption, ton-miles 
traveled, and so forth, place a heavy administrative 
burden on private truck operators and add to their 
costs. 


EQUIPMENT REQUIREMENTS 


Deciding on equipment requirements may be quite 
difficult. Even if the problem only involves choosing 
between various standard types of over-the-road trac- 
tors and trailers, considerable technical knowledge is 
necessary, in addition to the need to make an elaborate 
study of the proposed operation. Such things as the 
scope of operations (states transgressed), terrain, cli- 
mate, density of freight, protected service required, and 
choices between component parts of trucks (engine, 
transmission, axles, brakes, springs, and tires) must be 
considered. 


Checking New Developments 


But before you decide to buy or lease ordinary 
tractor-trailer equipment, two other questions must be 
considered. First, will piggyback rail service be avail- 
able in the near future? Today such service is obtain- 
able in some sections, resulting in considerably lower 
costs for the shipper. In fact, it may be unnecessary for 
the shipper to operate a power unit, for cartage com- 
panies at both ends would be able to perform the re- 
quired pick-up and delivery service. By just owning or 
leasing the trailers, transport costs may be minimized. 





*See Donald L. Wilson, Investigation of Operations, MC-C-2171, 
14 Federal Carrier Cases 34,886 (1960). 


Ki 


Equi Rental, Inc.—Investigation of Operations, 71 MCC 
311 (1957). 
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This possibility should be thoroughly investigated, not 
only for present service but also with an eye to future 
uses. 

A second question concerns a whole new concept of 
physical distribution, or what can appropriately be 
called “business logistics.” To understand this develop- 
ment, it must be recognized that a firm’s marketing 
functions logically can be separated for administrative 
purposes into two general areas: (a) sales, sales pro- 
motion, and product development, which may require 
“Madison Avenue” type personnel; and (b) the phys- 
ical distribution functions, including plant location, 
inventory control, transportation, warehousing, ma- 
terials handling, packaging, and the necessary coordi- 
nating activities for sales and distribution. 

With the physical distribution phase separated from 
sales activity and under one administrator, the stage is 
set for effective research and analysis with the possible 
objectives of using linear programing and operations 
research techniques to improve operations and reduce 
costs. Companies such as Union Carbide, Pittsburgh 
Plate Glass, H. J. Heinz, and Koppers are already ap- 
plying operations research techniques to determine the 
most profitable warehouse locations and to allocate 
shipments among several manufacturing centers.° Many 
private research organizations are now developing and 
refining this new way of handling distribution prob- 
lems. 

The development of containerization and unitized 
loads has helped to stimulate this fresh look at physical 
distribution. Standardized containers will tend to make 
truck-trailers and boxcars obsolete, and can be used as a 
substitute for present warehousing and materials- 
handling operations.’ Most railroads have inaugurated 
or have under consideration a flat per-mile rate for 
containers, regardless of the contents. This develop- 
ment takes the emphasis off the traffic management 
function of buying or operating transport service and 
rightfully focuses attention on a coordinated physical 
distribution operation. 


OWN OR LEASE? 


The last step in the decision process concerns the 
choice between ownership and some form of equip- 
ment lease arrangement. Two issues emerge here for 
executive consideration: 


1. The economies of alternative choices. 
2. The legal requirements placed on leasing arrangements by 
the ICC. 





*See Alexander Henderson and Robert Schlaifer, “Mathematical Pro- 
graming: Better Information for Better Decision Making,” HBR 
May-June 1954, esp. p. 77; see also John F. Magee, “The Logistics of 
Distribution,” HBR July-August 1960. 


*James R. Bright, “Are We Falling Behind in Mechanization?” 
HBR November-December 1960. 








Economic Considerations 


Certain arrangements such as “full-service” leasing, 
in which the lessor supplies everything for the opera- 
tion and maintenance of the vehicle except the driver 
and cargo insurance, permit a company to be in truck- 
ing without having all of the operational problems 
associated with running trucks. It places this aspect of 
the operation in the hands of those specializing in this 
endeavor. 

The final decision on whether to buy or lease de- 
pends on the comparative costs of each alternative and 
the company’s financial policy. A cost analysis study 
should consider: 

1. Controlled expenses—Costs of operating leased equipment are 
known in advance and payable on a single periodic invoice. Record 
keeping is cut to a bare minimum and, in addition, management is able 
to budget truck costs to a degree not possible with fluctuating owner- 
ship costs. 

2. Savings in administrative and clerical expense—Full service 
leasing not only gives some relief from maintenance worries; it also 
eliminates problems concerning equipment replacement, licensing, in- 
surance, and road servicing. Generally speaking, use of volume 
purchases, engineered selection of vehicles for the job, production line 
maintenance, and lower average overhead, a leasing company should 
be able to furnish and service trucks cheaper than most shippers can 
and to provide lower cost insurance as well. In addition, driving good 
equipment in top condition can be a morale booster. As one person put 
it, “It takes the monkey wrench out of the driver's hand and keeps 
him behind the wheel.” 

Although it may look as if a leasing firm could serv- 
ice your fleet more economically, you must remember 
that such a firm is in this business to make a profit, too. 
Consider also the fact that you are tying yourself to 
one company for a long period of time, generally five 
years or more. In addition to cost comparisons, look 
closely at the lessor’s organization—management, fi- 
nances, and reputation. 

Leasing is basically a method of corporate financing, 
and, consequently, financial policy considerations also 
enter into the decision. The opportunity to free capital 
and improve the company’s credit and liquidity posi- 
tion often is given as the basic reason for leasing. In 
other words, leasing could provide increased cash-flow 
advantages in the early years of asset use. The addi- 
tional working capital is then available for investing in 
alternative assets which may generate a greater return 
on investment. Here management must consider the 
different theories of capital budgeting with the ob- 
jective of comparing profits on alternative uses of 
capital. Even though leasing is more expensive than 
ownership, the situation may be such that profits on the 
freed capital may far outweigh the additional expense. 

Others have argued that the increased working cap- 
ital made available by leasing rather than buying assets 
favorably affects financial ratios, giving the firm the 
appearance of being a better risk and enhancing its 
borrowing capacity. But one should note the trend 
among auditors to show leased equipment obligations 
on the balance sheet as part of the company’s total 
financial picture. Consequently, financial analysts will 


often make appropriate adjustments in liability ac- 
counts. 

Tax considerations may also be important. Although 
most tax experts seem to agree that leasing does not 
save taxes but only postpones them, it should be rec- 
ognized that, as a result of changing rates on excess 
profits, timing of tax payments also may affect the 
amounts due. But regardless of tax savings, every 
lease should provide that, in case of tax-law changes, 
its provisions can be amended to correct any legal 
technicalities. 

In sum, remember that once the lease agreement is 
signed, the company is completely dependent on the 
leasing company’s efficiency and honesty. If possible, it 
may be wise to lease only a few vehicles to test the 
service. It is harder to get out of a lease than it is to 
enter into one. 


Legal Criteria 


A shipper who transports his own goods in bona fide 
furtherance of his primary business may certainly use 
leased transport equipment. But does he have complete 
and exclusive control of this trucking operation? This 
question is not so clear-cut. The problem centers 
around whether the shipper is actually obtaining 
equipment to use as his own—to perform his own 
transport service—or whether the truck owner is ac- 
tually furnishing regulated for-hire trucking service 
under the guise of a leasing arrangement. 

As a general rule, the equipment must be trans- 
ferred to the shipper’s exclusive possession, be operated 
by his own employees, and be under his sole and com- 
plete direction, control, and responsibility. No one fact 
or circumstance is determinative. The courts have 
stated that the Interstate Commerce Act cannot be 
evaded by the mere use of form; the substance and 
effect of the leasing arrangement is what governs.”° 

In scrutinizing any proposed leasing plan, the execu- 
tive should ask these questions: 


1. Will the company be the one to give the drivers their detailed 
instructions? 

2. Is it free to hire, supervise, and fire the drivers? 

3. Is it to deduct the social security taxes and withhold federal 
income taxes of the drivers? 

Will it retain the drivers’ logs and medical certificates? 

5. Are the drivers to be actual full-time employees, working 
solely for the shipper? 

6. someone other than the driver actually own the leased 
equipment? 

7. Will the firm have the actual, continuing, exclusive use of the 
vehicle? 

8. Is it responsible for inspection of the vehicle for purposes of 
safety regulation compliance? 

9. Does it arrange and pay for public liability and property dam- 
age insurance and assume responsibility to the public in case of 
accident? 

10. Does it bear the risk of loss or damage to cargo? 


(Continued on page 24) 
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Industry's expensive headache 


The third major public health problem 


Often unacknowledged by industry and disavowed by employees 


ALCOHOLISM 


The Hangover That Costs Industry A Billion Dollars 


Charles B. Methvin 


Does this subject concern your company? You may 
say your firm employs no alcoholics, that you “fire 
‘em when you find ’em.” If you dealt with thousands 
of alcoholics, as we do, the fallacy in this reply would 
be obvious. You would see the error of complacency 
on the part of industry, the other side of the story—the 
alcoholic for whom there was no early detection and 
no early medical treatment or therapy, and who, aside 
from personal loss, represents to industry a financial 
drain in terms of man-hours lost, slow-downs, ineffi- 
ciency, and accidents, and a loss in skill and training. 
The leading industrialist who described alcoholism as 
the “billion dollar hangover” was not exaggerating. 

This is not a moral dissertation, but a story of dol- 
lars and cents. Simple arithmetic demonstrates the 
generally unknown staggering loss to business. There 
are over five million alcoholics in the United States. It 
is conservatively estimated that over two million of 
these are actively employed in industry. The average 
absenteeism rate of alcoholic employees is twenty-two 
days per year. Multiply the number of alcoholics in 
industry by the absenteeism rate, times the average 
daily wage rate, and you begin to get an idea why 
alcoholism is known as a financial headache. 


Note: Mr. Methvin is Director of the Alcobolic Rehabilitation 
Service of the Georgia Department of Public Health. 
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The Problem Must Be Recognized 


Does management recognize the problem-drinker, 
or the potential one? Consider the case of Mr. X: 


He is a tall, well-built, sandy-haired man, 41 years of age, 
married for 22 years and the father of two children aged 20 
and 17, the older in college, the younger just graduated from 
high school. He lives in an above-average single family resi- 
dence in an upper middle-class suburb of his city. He dresses 
well and drives a late model medium-priced automobile. In 
addition to his home, he owns a farm on the outskirts of the 
city where he provides a home for his aging parents who are 
financially dependent upon him. 

For 23 years this man was employed by a national manu- 
facturer of heavy equipment, starting as a salesman, and 
gradually, through promotions based on ability and achieve- 
ment, reaching a position of responsibility and executive 
status in the company hierarchy. Only once, in his 9th year of 
service with the company, did drinking ever appear on his 
record. This was occasioned by an arrest for driving under the 
influence, and resulted in a company warning. Fourteen years 
later, Mr. X was forced to resign his position because his 
drinking had grown to unmanageable proportions, was inter- 
fering with the performance of his duties, and was causing 
the company embarrassment as well as financial detriment. 

Was his family background unusual or “different”? He was 
raised on the outskirts of a small town where his father owned 
and operated a moderately successful farm and later became a 
county official He had an older sister and two younger 
brothers who all admired him greatly. His father drank in 
moderation throughout his adult life, while his mother ob- 
jected to the use of beverage alcohol in any form. He received 
a high school and business education, had no opportunity to 
attend college. He married a woman of equal age and similar 
social background who was content to keep house and to de- 
vote herself to her children’s interests, and had no desire to 
further his business career through social contacts. 

Could this man have been led to a source of help at an 
earlier stage of his illness? Could his knowledge and experi- 
ence, as well as his self-respect, have been salvaged before 
calamity struck? Surely there must have been many occasions 
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after the initial warning, at company parties, conventions, 
sales meetings, and social —- when others were made 
aware of the symptoms of his progressive illness. 

In this case, it was four months after the forced resignation 
from his company that Mr. X made his first contact with a 
source of professional help. His prospects for recovery are 
promising. 


Could this have happened in your company? 


Firms throughout the United States are becoming 
increasingly aware of the problem and cost of alco- 
holism and are developing company programs of edu- 
cation for early detection and rehabilitation of alco- 
holic employees. A change in top management’s atti- 
tude is resulting in a medical referral procedure in 
preference to disciplinary action, and it is paying off. 


The Public Attitude Towards the 
Alcoholic Has Changed 


It has been only in the last twenty-five years that any 
serious consideration has been given to alcoholism, and 
especially to the modern concept that it is a disease. 
Alcoholics Anonymous, a fellowship of recovered al- 
coholics, proved by demonstration that something 
could be done for the alcoholic and that he was worthy 
of help. Contrary to popular belief, the average alco- 
holic is not a derelict or “skid-row bum.” According 
to the National Council on Alcoholism the homeless 
type or end-of-the-row alcoholic constitutes less than 
ten per cent of the total alcoholic population. Better 
than ninety per cent of those suffering from alcoholism 
are what Dr. Vernelle Fox, Medical Director of the 
Georgian Clinic in Atlanta, refers to as “a garden 
variety of nice people.” 

A slowly changing public attitude toward the alco- 
holic has stimulated interest in the field of alcoholism 
and is providing increased activity in education, pre- 
vention, treatment, rehabilitation, and the eventual 
answer—tresearch. It is no longer a problem or illness 
that can be delegated as the sole responsibility of any 
one group or profession, but rather a public health 
problem that requires the combined efforts of all pro- 
fessions, groups, agencies, and individuals in the com- 
munity. Dr. Carl Menninger, eminent psychiatrist of 
Topeka, Kansas, stated: “If alcoholism were a com- 
municable disease a national emergency would be 
declared overnight.” 


The Problem Concerns All of Society 


Although tremendous strides are being made in the 
whole field of alcoholism, in relation to the vastness 
and seriousness of the problem we have just “begun to 
begin.” We have not yet reached a point where we 
can say a breakthrough in treatment or prevention is 
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imminent or just around the corner. In the state of 
Georgia it is estimated there are over 75,000 alco- 
holics; yet less than five thousand have been or are in 
treatment today to the point of recovery. In relation 
to the population increase and the ratio of alcoholism 
to population we are not scratching the surface. The 
greatest barrier to solving the problem of alcoholism 
is public ignorance and lack of understanding. It is 
the same barrier that stood in the way of attempts to 
conquer other illnesses such as tuberculosis, poliomyeli- 
tis, and even today, mental illness. When an enlightened 
people became aroused to the point of demanding that 
something be done to conquer these dread and threat- 
ening diseases to our society, something was done, and 
breakthroughs were accomplished, such as the Salk 
vaccine and sulfa drugs. 


With a change in public attitude toward alcoholism 
the tools can be developed—tools that will provide 
educators with more effective methods of teaching 
young people and the development and dissemination 
of factual scientific unbiased information to replace 
misconceptions and prejudiced beliefs. More adequate 
treatment facilities must be provided, such as out- 
patient or day-patient clinics, resident care rehabilita- 
tion centers, and long-range treatment rehabilitation 
farms. There is an urgent need for more trained social 
workers, nurses, doctors, psychiatrists, clergymen, 
counselors, and educators. Time and financial invest- 
ments, to be sure, are vitally necessary; but the divi- 
dends and returns will be rewarding. 


Lay Programs Work Toward Reducing 
Alcoholism 


More and more tax-supported and volunteer lay 
programs are being developed. Thirty-seven states, in- 
cluding Georgia, now have official alcoholism agencies, 
and there are fifty-four community committees on 
alcoholism affiliated with the National Council on Al- 
coholism. The local affiliate in this area is the Metro- 
politan Atlanta Committee on Alcoholism. Many med- 
ical and theology schools now include the study of 
alcoholism as a curriculum requirement. Alcohol edu- 
cation is being sponsored in secondary schools and on 
the undergraduate college level. Yale University has held 
a Summer School on Alcohol Studies for seventeen 
years, and the six states of Alabama, Florida, Georgia, 
Mississippi, South Carolina, and Tennessee, in coopera- 
tion with the U.S. Public Health Service, are currently 
assuming the responsibility of the development of the 
Southeastern School of Alcohol studies. The first ses- 
sion will be held for one week in August 1961 at 
Millsaps College in Jackson, Mississippi. The purpose 
of the school is to help meet the needs of professional 
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and nonprofessional people who are seeking a better 
understanding of the many problems related to alco- 
holism and alcohol usage. Considerable research is 
being activated and developed throughout the world, 
and new therapeutic drugs are being introduced. 


Industry Has a Leadership Role 


Industry has an essential part and responsible role in 
taking the leadership in combating the whole prob- 
lem of alcoholism on the community level, as well as 
through a company program. On the community level 
industry has always come forward, assuming its proper 
share of responsibility in matters of health, civic proj- 
ects, welfare, progress, and development. On the 
company level it has the same responsibility toward its 
employees that it assumes in the community. There- 
fore, there are two basic reasons for a company’s man- 
agement to consider the establishment of some sort of 
program to cope with alcoholism among its employees 
—economy and humanity. When management can 
adopt and accept this modern and realistic philosophy 
the decks are cleared to deal with the problem. Below 
is a partial list of business and industrial firms which 
have established company programs. 


Allis-Chalmers Manufacturing Co. 
American Can Company 

American Telephone & Telegraph Co. 
Caterpillar Tractor Co. 

Consolidated Edison Co. of New York 
Corning Glass Works 

Detroit Edison Co. 

Eastman Kodak Co. 

E. I. Du Pont de Nemours & Co. 

Endicott Johnson Co. 

Equitable Life Assurance Society of the U. S. 
General Electric Co. 

General Motors Corp. (Cadillac Div.) 
Humble Oil & Refining Co. 

Ingersoll-Rand Co. 

International Business Machine Corp. 

John Hancock Mutual Life Ins. Co. 
Kennecott Copper Corp. 

Lockheed Aircraft Corp. 

Metropolitan Life Ins. Co. 

The New York Times 

Prudential Insurance Co. of America 
Standard Oil Co. 

The Texas Co. 

Western Electric Co. 

Hughes Tool Co. 


Establishing a Company Program 


The first step in setting up a company program to 
meet the situation of problem drinking is the estab- 
lishment of company policy whereby uncontrolled 
drinking or alcoholism is recognized as an illness and is 
therefore subject to medical referral before disciplinary 
action is taken. Once this policy is established, the 
machinery can be set in motion and developed for 
early detection of the alcoholic employee and eliminate 
the necessity of hiding or “covering” by fellow em- 
ployees. An educational program, particularly for fore- 
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men and supervisors, should be instituted to provide 
understanding of the disease, symptoms, and 
procedures for proper referral. There is an abundance 
of free literature which can be made available for an 
educational program. Also, there are excellent films 
on alcoholism which can be used. If early detection is 
accomplished there are undoubtedly one or more Alco- 
holic Anonymous groups in the vicinity to which the 
employee can be referred. In Georgia the Alcoholic 
Rehabilitation Service of the State Department of 
Public Health operates two facilities. The Georgian 
Clinic-Rehabilitation Center in Atlanta provides com- 
plete day care, as well as a resident rehabilitation pro- 
gram. The Chatham Clinic in Savannah is exclusively 
a day-patient clinic, offering services to Chatham and 
surrounding counties. Referrals can be made to either 
of these facilities, the only requirements being that the 
applicants are residents of Georgia and have a desire to 
do something about their problem. AA is also an ex- 
cellent resource for continued therapy or follow-up 
after medical or clinical treatment. If the alcoholic 
employee on medical referral is found to be in the 
acute or serious chronic stages, then hospitalization or 
resident care rehabilitation treatment should be pro- 
vided by the company. This is accomplished, of course, 
by giving the alcoholic the same benefits of medical 
attention, insurance, and general personnel practices 
as persons with other health problems. Reproduced 
below are excerpts from a letter’ written by Dr. W. H. 
Cruickshank, Medical Director of the Bell Telephone 
Company of Canada, setting forth certain policies 
adopted by its management in 1951, resulting from a 
meeting of its Employees’ Benefit Committee to con- 
sider the problem of alcoholism within the employee 


group: 

The Committee has seen fit to consider alco- 
holism as a health problem and has recommended 
the adoption of the following policy which the de- 
partments had previously reviewed and approved in 
principle: 

1. That it be recognized that most cases of alco- 

holism or “problem drinking” present a health 
problem. 


2. That each case of incipient or suspected alco- 
holism or “problem drinking” be encouraged 
to seek adequate medical investigation and ad- 
vice without delay. 


3. That each case involving a health problem be 
considered eligible for Sickness Disability 
Benefits or Disability Pension under the Com- 
pany’s plan for Employees’ Pensions and Dis- 
ability Benefits, if the condition is sufficiently 
advanced to produce disablement from work. 


4. That where possible, final disciplinary action in 
cases of alcoholism be delayed until health fac- 





*Published by the Christopher D. Smithers Foundation as a public 
service in A Basic Outline for a Company Program of Alcoholism. 








tors have been adequately reviewed and treat- 
ment undertaken without success. 


“Problem drinking” is considered to exist for the 
individual worker: 

(a) when his (or her) work is materially re- 
duced in efficiency and dependability in large 
part because of drinking, and 

(b) when such drinking is not an isolated experi- 
ence but is more or less repetitive, and 

(c) when such drinking results in recognizable 
interference with health or personal relations. 

It is only within quite recent years that a public 
health approach to the problem of alcoholism has 
been undertaken. The disciplinary approach 
prompted largely on moral grounds has been tradi- 
tionally used, with limited success, as has been the 
case with many other diseases having social implica- 
tions. This trend to consider alcoholism as a health 
problem and to bring it out into the open where it 
can be discussed freely and where problem cases can 
be referred to treatment facilities in the early 
stages, when treatment and rehabilitation can be 
most profitably undertaken is encouraging. While it 
is true that few communities are adequately equipped 
to deal effectively with the problem, many communi- 
ties are, at the present time, attempting to improve 
the facilities available for the treatment of alcohol- 
ism. Much, however, can be accomplished by the 
effective use of existing facilities. 

The Medical Department is anxious to be of all 
possible assistance to supervision in helping to 
point up cases and to assist in planning treatment 
and rehabilitation programs for those cases that are 
discovered. It is also prepared to be of any possible 
assistance to departments in developing the case find- 
ing skills of supervisory people. In the meantime, it 
would be desirable to encourage supervisors to bring 
known or suspected cases to the medical department 
for diagnosis and recommendations. In referring 
cases of problem drinking to the Medical Depart- 
ment it is important that the reason for referral be 
discussed in detail with the patient and with the 
physician prior to medical investigation. The success 
of any program within industry directed to the early 
diagnosis of alcoholism will, of necessity, depend 
largely on the degree of interest shown by super- 
visors in the problem and also on the ability of 
supervisors to bring problem drinkers or potential 
problem drinkers for assistance in relation to their 
health problem. 

Under present conditions a good deal can be 
offered to the alcoholic in the way of treatment and 
rehabilitation services. Alcoholism is by no means a 
hopeless condition. 


After Bell’s program was under way, its medical 
director stated: “The board of directors are amazed at 
the results of this policy and the number of employees 
we are now bringing under control. Incidentally, they 
like to look at the amount of money we are saving 
them too.” 


Implementing The Company Program 


Implementation of a company program would de- 
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pend, of course, on several factors, but the following 
general outline could be adapted regardless of size, 
whether it be a firm employing ten persons or thou- 
sands: 


1. Statement of policy whereby alcoholism is recognized 
as a health problem. 

2. Selection of a person or persons responsible for imple- 
mentation of the program in accordance with the adopted 
company policy. 

a. This is usually under the direction of the medical 
director, but it could be implemented by the indus- 
trial nurse, safety director, personnel manager, and 
oftentimes by a recovered alcoholic with a good rec- 
ord of sobriety and other necessary personal qualifi- 
cations. 

3. Establish educational program throughout the com- 
pany, including management. 

a. The education program should provide special in- 
struction to foremen and supervisory personnel, 
whereby encouragement is given to uncover any 
problem drinkers in his area. Early detection is im- 
portant. The following are signs, as used by Consoli- 
dated Edison, which are indicative. 

(1) Consistent tardiness or absence on Monday 
mornings and frequent occurrences of leaving 
early on Friday afternoons 

(2) Unexplained disappearances from an assigned 
post during a supervisor’s tour of duty 

(3) Recurring excuses for absences due to minor 
illnesses and frequent off-duty accidents 

(4) Personality changes in a previously good work- 
er, marked variations in mood, and disinterest in 
work. 

b. Provide literature and show films with factual scien- 
tific unbiased information. 

(1) Literature and films are generally available from 
the state or local health departments or the of- 
ficial state agency dealing with alcoholism. 
Other sources are the National Council on Alco- 
holism, New York, or its local affiliate; the local 
central office of Alcoholics Anonymous; Yale 
Summer School of Alcohol Studies, New Haven, 
Connecticut; local, county or state medical so- 
ciety. 

c. Establish easily available sources for referral to coun- 
seling, guidance, and medical treatment. 

(1) Know physicians who will accept alcoholics as 
patients. 

(2) Know all community resources providing serv- 
ices to alcoholics and their families. For ex- 
ample: 

(a) General and private hospitals accepting al- 
coholics in acute and serious chronic stages. 

(b) Alcoholism Clinics—both resident and day 
clinics. 

(c) Family Service agencies, ministers, and 
psychiatrists specially trained in counseling 
the alcoholic. 

(d) Alcoholics Anonymous groups—location, 
time and meeting dates. 


The points in this basic outline have been demon- 
strated over and over again as practical aspects in im- 
plementing a company program for problem drinking, 
and they can be modified and tailored to meet the 
specific needs and problems of the company. 
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THE BUSINESS HISTORY 
VI. The Problem of Synthesis 


THE END PRODUCT OF SCHOLARLY WORK 
IN BUSINESS HISTORY 


SYNTHESIS IS A PROBLEM 


When scholars of a particular discipline talk to- 
gether, they invariably adopt a jargon of their own. 
The unfortunate effect of this understandable tendency 
is to cut them off from those outside who could or 
should be listening. Because of this circumstance, it is 
my intention to address this article primarily to busi- 
nessmen, rather than to my professional associates. 

The first necessity would seem to be that of explain- 
ing why business historians today talk so much about 
“synthesis.” The question is one of significance to 
businessmen, but they can scarcely be expected to know 
this, or even be interested, until someone tells them: 
Synthesis of what? When? Why? 

When business historians murmur among them- 
selves about the “problem of synthesis,” be assured 
that they have a problem. A tremendous number of 
company histories, businessman biographies, and mis- 
cellaneous case studies have been generated. The out- 
put shows no sign of diminishing. How and by whom 
shall this vast and growing body of data be assimilated 
and blended into theories and generalizations that will 
have utility for future researchers and teachers? Can 
these theories and generalizations be of practical use 
to the businessman, and if so, in what way? 

The ultimate end product of scholarly work in busi- 
ness history is widely assumed, by historians them- 
selves, to be some kind of a “history of American busi- 
ness.” A variant of this goal, entertained by some of 
the less specialized practitioners, is a new social his- 
tory of the commonwealth, appropriately revised to 
present an enlarged and enlightened view of the role 
of business in society. Without in the least wishing to 


Note: Mr. Gibb is editor of the Business History Review, Graduate 
School of Business Administration, Harvard University. 
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George S. Gibb 


detract from the primary importance of these broad 
end products, I would like to suggest that there always 
has been, and always will continue to be, one more 
important goal of research in the field of business his- 
tory. That is the specialized history that provides the 
businessman with insights about his own company and 
industry. 

In talking about synthesis, therefore, it is necessary 
to deal not only with the putting together of knowledge 
required for those broad studies that most historians 
wish to see, but also the blending of elements re- 
quired for the specialized studies to which businessmen 
are accustomed and will certainly continue to demand. 
Fortunately, preceding articles in this series have dis- 
cussed in detail and with high competence the prob- 
lems of compounding a business history. My remarks 
on this subject can therefore be brief, and the re- 
mainder of the article will deal with the synthesis of a 
history of business. 


SYNTHESIS OF A BUSINESS HISTORY 


A superior business history makes three major de- 
mands, the degree of its excellence depending upon the 
manner and extent to which those demands are ful- 
filled. First, there must be a synthesis of the historian 
and his subject. Second, there must be a synthesis of 
vast quantitites of data. Third, there must be a syn- 
thesis of the personal and impersonal forces that have 
molded the business. 


The Historian and His Subject 


Many businessmen are skeptical about the ability of 
outsiders—particularly academic people—to understand 
the inner workings of their firms. That skepticism was 
once far more justified than it is today. A competent, 
conscientious business historian of the modern school 
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brings to his assignment an understanding about the 
general economic environment, the industry, and even 
the firm that in many respects may be at least as keen 
as that possessed by the businessman himself. This is 
because a great body of knowledge has accumulated, 
and the tools of history have been sharpened by years 
of practice. If that knowledge and those tools are used 
as they should be, the union of scholar and thesis is 
very rapidly consummated. The chief problem there- 
after, and certainly no small one, becomes that of pre- 
serving objectivity. The chief challenge becomes that 
of achieving so perfect a synthesis that the historian 
captures not only form and substance, but also the 
spirit and personality of the firm, insofar as these are 
significant factors in its history. 


The Data 


Historians themselves understand only too well the 
second major problem—that of synthesizing vast quan- 
tities of data to produce an adequate business history. 
Businessmen habitually greet the end product of re- 
search with some such remark as “Really, Professor, I 
don’t know how you managed to do it!” Then, follow- 
ing a poignant silence, they are likely to add, “Of 
course, you might have attached a little more impor- 
tance to our marketing subsidiary in Ethiopia.” The 
blunt fact is that synthesis involves ruthless selectivity. 
Historian and businessman will rarely agree upon 
points of emphasis. The historian and the businessman 
may very well have different audiences in mind for the 
completed study. The businessman is likely to feel that 
equal attention (measured in pages of text) should 
be devoted to each phase of company development, 
while the historian will realize that some parts of the 
story have less academic significance than others. Since 
there is little hope of reconciling the two basic attitudes 
toward data synthesis, we can only make a plea for an 
understanding, by businessmen, of the hard choices 
with which the historian is faced. 


The Human Factors 


The third major requirement for a superior business 
history has long been recognized in theory, but even 
today is rarely achieved in practice. Because few busi- 
ness historians have actually participated in what is 
graphically, if ingloriously, known as “the rat-race,” 
few company histories adequately deal with the contin- 
uous, ponderous influence of the human factor upon 
business development. Isolated, spectacular cases are 
cited, of course, and lip service is paid to the theory, 
but few historians have successfully sensed, described, 
and evaluated such things as the crushing weight upon 
an organization of failing operations, or the virile, 
bouncy energy of an innovating venture in its early 
stages. The human factor, for all its pervading impor- 
tance, defies measurement, and it can be assessed only 
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after intimate and prolonged study. Moreover, the data 
from which the historian reconstructs that portion of 
the past that stretches back into mists beyond the 
memory of living witnesses yield almost no clues to 
the human elements that have shaped the business. 
He may, therefore, be pardoned a little if he synthesizes 
mainly the tangible. But at the same time we must 
concede that his study approaches reality and hence 
perfection in direct ratio to his success in putting Man 
into the Organization. 


SYNTHESIS OF A HISTORY OF 
BUSINESS 


For a time at the beginning, business historians 
looked forward to the day when enough case studies 
would be available to serve as the basis for generaliza- 
tion and theory-building. That day seemed an illusory 
goal, receding like a desert mirage before the march of 
historical progress. Distressed appeals for redoubled 
effort were heard, and students began to ask pointed 
questions about how many business histories were 
“enough.” 

Finally, some of the bolder spirits took action. They 
perceived that the problem was not so much quanti- 
tative as qualitative. They suspected that within the 
compass of the relatively small number of good pub- 
lished business histories lay important evidence to sup- 
port generalizations which might well withstand the 
test of future researching. With confidence fortified by 
digestion of the large, if “incomplete,” number of 
company histories that had appeared, they cast loose 
and began to describe not only the big things that had 
happened to business, but also the intricate relation- 
ships between business and society. At the same time, 
and equally important, some scholars applied to busi- 
ness history techniques long familiar in the broader 
field of economic history. Sources of data outside the 
histories of particular companies were mined for evi- 
dence about some of the things that were going on 
within. Certain historians abandoned the total history 
approach and began to study phases of business de- 
velopment, cutting across company lines to embrace a 
whole industry or even all industry. 

Tangible and highly promising results began to 
accrue from the adoption of these more sophistiated 
and realistic approaches to the study of business de- 
velopment. Company histories of conventional format 
began to deal more effectively than before with broad 
environmental factors and to treat at least some in- 
ternal events and trends with greater understanding, 
derived not only from the company annals but also 
from generalized studies of comparable events and 
trends made by others. It became increasingly clear 
that while additional company histories would be use- 
ful—and even, in certain areas, absolutely essential— 
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the major trends and forces that shape business de- 
velopment had been exposed to view and recog- 
nized for what they were. 

Now the stage was set for the major task—a broad, 
detailed history of business. A number of plans for this 
were heavy with dust on the academic drawing boards, 
and many a publisher’s contract for such a work lan- 
guished unfulfilled in the files. Then, rather suddenly 
as such things go, a number of projects were activated. 
These varied from individual efforts to multi-volume 
team operations, but the general goal was the same. 

Thus is seems, today, that in the span of one more 
decade we shall have not one but several histories of 
business. These, of course, will vary widely in concept, 
coverage, and organization. Each will wrestle in its 
own way with the vital problem of identifying and 
evaluating that which is typical and that which is 
unique. Each will presumably achieve a different “mix” 
of internal and external factors in business develop- 
ment. All, however, will look at business not as a 
unique phenomenon but as one of several major forces 
that have shaped and been shaped by society. 


SYNTHESIS OF HISTORIANS AND 
BUSINESSMEN 


A particularly significant aspect of plans now afoot 
for a grand history of business is that these plans, in 
certain cases at least, call for the cooperative participa- 
tion of several kinds of historians. Indeed, the business 
historian in the old specialized sense has almost disap- 
peared from the academic world. The decision-making 
man and the decision-making process are being exam- 
ined not only by students of administration, but also by 
sociologists, psychologists, lawyers, and political scien- 
tists. This trend has numerous heartening academic im- 
plications. To the businessman it promises a more 
realistic and useful end product. | 

One of the historical profession’s most venerable 
scholars used to tell his students that businessmen got 
in trouble because they had no sense of destiny, which 


is another way of saying they understood neither their 
role in society nor the vast forces that impinged upon 
their specialized spheres of interest. 

It seems clear that the historian stands between the 
businessman and his environment. On the one hand, 
he is equipped to tell business how it got where it is 
today—obviously an essential prerequisite to attempts 
at deciding where it will be tomorrow. In some subject 
areas, this linkage of past, present, and future is of 
amazingly practical value. Witness, for example, the 
recent studies that have been made of the historical 
relationships between organizational structure and 
competitive strategy. On the other hand, the historian, 
in my opinion, has done far more than all the public 
relations departments combined to explain business to 
society. Those efforts, which for the most part have 
been motivated by objective and not selfish interests, 
have yet to bear full fruit. Nevertheless, results can be 
discerned. In academic, public, and government circles 
there appears to be a considerably enlarged under- 
standing of the contributions (as well as the shortcom- 
ings) of the businessman. Even the declared enemies 
of the businessman have been forced by the accumu- 
lating weight of historical evidence to shift their focal 
points of attack. 

Unfortunately, a wide communications gap still 
exists between the businessman and the business his- 
torian. They get together infrequently, partly because 
there are so few competent business historians and 
partly because historians have only recently begun to 
speak a language that businessmen understand. And 
businessmen, for their part, have only begun to grasp 
the idea that success in a distinctly unfree future will 
depend very heavily upon their comprehending the 
broad forces that historians are now beginning to de- 
scribe with accuracy. A synthesis of existing knowledge 
about business development, together with the broader 
gauge and more realistic company histories that such 
synthesis will make possible in the future, cannot help 
but bring historians and businessmen closer together, 
with mutually advantageous consequences. 


This article concludes the “Business History” series. A complete set of the issues containing the six articles of the series may be obtained 
from the Bureau of Business and Economic Research, School of Business Administration, Georgia State College of Business Administration, 


Atlanta, Ga. Price—35¢ plus 1¢ sales tax in Georgia. 
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Business Has A Mandate, Too 


National problems are not “Government’s” problems alone. 


Business, too, has responsibilities! 


The outflow of American gold to foreign countries is one of the more pressing matters, and one which business 


can help to solve. 


There are national goals to which Americans every- 
where, regardless of their political affiliations, have 
always been committed; and these are the goals which 
today afford the greatest hope and promise that a last- 
ing peace with freedom may yet be achieved on this 
earth. Although our agreement upon these goals may 
be universal, the means and methods by which they 
may best be attained are often a matter of widespread 
and vigorous disagreement; and naturally business and 
industrial leaders are wondering how the policies and 
actions of the new administration are going to affect 
the progress and growth of our business and industrial 
system. 

But it seems that a more constructive mental exer- 
cise at this time would be to ask ourselves how our 
business and industrial system can best help to meet 
the grave responsibilities and the critical problems 
which this new administration has inherited, for we in 
business also have a mandate. Like every other group 
in our society, we share with this new administration 
the obligation to play our full part in keeping America 
strong, secure, dynamic, and free. Surely the total 


Note: Mr. Blough is chairman of the Board of Directors of the 
U. S. Steel Corporation. 


The Management Forum series is arranged by Dr. James E. 
Chapman, professor of management and chairmen of the Department 
of Management, School of Business Administration of Georgia State 
College of Business Administration. 
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challenge which confronts the nation today cannot be 
met successfully by Government or by any other seg- 
ment of our economy alone. It will require the fullest 
measure of cooperation by all of us. 

One of the specific critical challenges confronting us 
today is the steady and rapid outflow of American 
gold to foreign countries, and its consequence to world 
confidence in the dollar. This means that as a nation, 
for a number of years now, we have been paying out 
more money to foreign countries than we have been 
getting from them. Like any family which is living 
beyond its means, whether it be a family of two or a 
family of 180 million people, our savings (in this 
case, gold reserves) are being drained away; and if all 
of our creditors were to descend upon us at once with 
demands for payment, there would hardly be enough 
left in the family sugar bowl at Fort Knox to satisfy 
fully their claims upon us. 

Clearly, this adverse balance of international pay- 
ments cannot be allowed to persist. The Government 
could correct it, of course, by withdrawing from those 
areas of action that are unique to the United States— 
areas such as military support and foreign aid, where 
we are doing things abroad that other nations are not 
doing in this country. 

To curtail our annual expenditures abroad by the 
necessary three billion dollars or more, the Govern- 
ment could terminate the foreign aid program com- 
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pletely. It could bring home the American overseas 
military forces which serve as a powerful deterrent to 
further Communist aggression. It could return to a 
national philosophy of high tariffs and trade restric- 
tions, with all the international ill will and retalia- 
tory action that would thus be touched off. And it 
could resort to solutions which would proscribe our 
people’s freedom to travel or to invest in long-term or 
short-term investments abroad. 


Likewise, I suppose, a dentist could cure a toothache 
by amputating the patient’s jawbone. But, short of 
such drastic action, there is still a great deal that the 
Government can do in the way of providing a partial 
solution at least; and much has already been done. 


Government has moved to curtail our military ex- 
penditures abroad where this could be done without 
subtracting from the strength or numbers of our over- 
seas forces. It has sought, with different degrees of suc- 
cess, to persuade some of our prosperous Western al- 
lies to assume a larger share of the cost of foreign aid 
and military assistance. Hopefully, it will also seek to 
negotiate for the removal of some foreign trade barriers 
which still discriminate against American exports; 
and, if necessary, it can try to specify that a larger 
share of our foreign aid payments be spent for the pur- 
chase of American products and services. 

Meanwhile, and most important of all, perhaps, it 
can and must avoid resolutely any temptation to em- 
bark upon an inflationary program of deficit spending 
that would undermine faith in the stability of the dol- 
lar, and would thus signal our creditors abroad to start 
a “run” on our gold reserves. We can work our way out 
of these difficulties, but we can’t spend our way out or 
buy our way out without thereby undermining still 
further the integrity of the dollar. And that is where 
we in business and industry come into the picture. 


IMPROVING COMPETITIVE POSITION 


When Government has done all that it safely can 
do to curtail the expenditure of public funds abroad, it 
will be up to us, I think, to do the balance of the job by 
increasing our sales of goods and services in competition 
with foreign producers in the markets of the world. 

As to the scope of the problem, it may be pointed 
out that if we could increase by 10 per cent the value 
of our present exports to foreign nations, and if we 
could reclaim here at home 10 per cent of the markets 
which are now held by imports from abroad, the cur- 
rent adverse balance of international payments would 
be wiped out completely, and the drain on our gold 
reserves would be halted. 

Perhaps we cannot—even should not—expect to 
achieve quickly a fixed goal of this kind; but certainly 
any progress made in this direction will bring benefits 
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far beyond those which can be measured in terms of 
gold—benefits to people, to their security, their satis- 
factions, their welfare, and their happiness. 

To increase our sales in markets now held by foreign 
producers would mean that thousands of persons who 
are now without jobs could get back on a payroll and, 
as well, the job security of others, now at work, would 
be enhanced. It would mean new construction and the 
strengthening of industrial facilities, which have al- 
ways been the backbone of our national defense. It 
would stimulate new growth in almost every segment 
of our economy, and it would enlarge the resources of 
government at all levels without recourse to the dead- 
ening effect of increased taxation, or resort to the 
disastrous consequences of inflation. In other words, it 
would help our nation and our government to meet 
many of the economic problems it faces in many areas, 
both at home and abroad. 

So when we ask ourselves how we are going to dis- 
charge this mandate of ours—how we are going to 
play our full part in an all-American effort to meet the 
grave responsibilities that our nation and our govern- 
ment must face in the years immediately ahead—there 
seems to be but one answer: we can do this only if we 
improve our competitive position and our competitive 
potential with the greatest possible dispatch. 

The broad basic elements of this task are probably 


common to all enterprises. They include: 

(1) Innovation—the development of new products and 
services and the consequent creation of new markets. 

(2) Constant improvement of quality to the end that 
American products may retain or increase their superiority 
over competing items made elsewhere. 

(3) Reduction of costs and increase of productivity by 
every practical means so that American-made goods can be 
offered in world markets at the lowest possible prices con- 
sistent with the high standards of American production. 

When all of these things have been accomplished, there is 
the fourth step: 

(4) More intensive and effective salesmanship—not 
faster-talking salesmen, but rather the development of new 
forms of customer appeal and customer service. 


Acceleration of Research 


All of the elements named above, concededly, are 
much easier to enumerate than to accomplish. Clearly 
a first step in the accomplishment is the intensification 
of our total research effort—research to devise new 
products, research to improve the quality and useful- 
ness of existing products, and research to discover and 
develop the new techniques and tools through which 
major cost reductions are accomplished. 

So it is to our research centers that we of United 
States Steel have looked for major help to find the an- 
swers to the competitive problems that we face; and 
within the last five years alone we have doubled our 
activity in this field. 








Counterbalancing Low Foreign 
Production Costs 


Research alone cannot provide the answer to the 
problem of rising costs, which is our basic competitive 
hurdle. 

It is well-known that the most important element 
in the cost of American-made products is the cost of 
employment. Throughout American industry as a 
whole, employment costs, direct and indirect, consti- 
tute at least 75 per cent of all costs involved in the 
production of the finished items. 

The substantially lower hourly employment costs 
of our foreign competitors in many cases more than 
offset any raw material, methods, and manpower ad- 
vantages we may have. In the steel industry, hourly 
wage rates range from three to seven times as much 
as those paid to steelworkers in various countries over- 
seas, and this wage gap appears to be widening. 

In our own case, past attempts to cope with this 
employment cost handicap depended chiefly on our 
advanced technology—more efficient tools and produc- 
tion methods, with a resulting increase in productivity 
that has made it possible for our workers to produce 
ever-greater quantities of goods without spending any 
more of their time and effort. But today our competi- 
tors abroad are building plants and facilities that are 
just as modern and productive as our own, and their 
operations are becoming more efficient, too. Moreover, 
their employment-cost advantage often enables them 
to build and equip these plants for considerably less 
money than it takes to do the same job here at home. 
So, in addition to their operating cost advantage, our 
competitors abroad enjoy the advantage of lower 
capital costs as well. At the same time, the quantities 
they produce are increasing as their markets enlarge. 

All of this is fine and we admire the progress our 
competition is making, but when you add these facts 
together, the picture that emerges looks like this: _ 

It would hardly be a good guess to expect that the 
wage gap I have mentioned can be closed in the 
foreseeable future or that it can even be narrowed 
significantly. Certainly there is no disposition to at- 
tempt to reduce the level of American wages, and 
there is no evidence that, relatively, the employment 
costs of our foreign competitors will be permitted to 
rise substantially. Meanwhile these competitors are rap- 
idly whittling away the counterbalancing technological 
advantage which we once enjoyed. Consequently there 
is at least a fair chance that their competitive position 
—costwise and pricewise—may steadily improve in rela- 
tion to our own. 

How then can American producers expect an in- 
creased participation in their markets of 10 per cent 
or even one per cent? How can we even manage just 
to hold our own? 


There seems to be only one answer: We must retain 
and increase our historic leadership in technology; we 
must design and perfect better tools and easier, more 
efficient ways of doing the work. 


Need for New and Better Tools of Production 


To realize our maximum competitive capabilities, 
we should be able to replace every facility as rapidly as 
it becomes obsolete—a target not quite as remote as the 
moon; but certainly a target towards which to aim. 

So it boils down to this. Our ability to compete 
with foreign producers more effectively in terms of 
costs and prices depends directly upon the rapidity 
with which we can acquire new and better tools of 
production, ie., all the plants, machines, mills, fur- 
maces, mines, and other capital facilities necessary to 
the production and sale of the finished product. 

Our ability to acquire these tools, in turn, depends 
upon our success in generating the funds with which to 
buy them. And this brings us face to face with the 
problem of profits; for profits breed tools and tools 
breed profits. The two are inseparable. 

Better tools depend on profits. Few people realize 
that when a corporation has met all its expenses, in- 
cluding the wearing out of its plants and including its 
federal income taxes, and has come down to its profit, 
it still has one important obligation. It has not yet paid 
one penny for the use of all the tools that its shareown- 
ers have provided for it. Since there is nothing left but 
profit out of which to pay for those tools, it is clear 
that the size of the profit determines the quantity and 
the kind of tools that an enterprise can command. If 
we are to have better tools, we must generate the funds 
through which to buy them; or, to put it in the form 
of an economic axiom, less profit means poorer and 
fewer tools of production. 

That, of course, is exactly the bind in which we are 
presently caught. With mounting production costs on 
the one hand, and with the struggle to meet our com- 
petition, pricewise, in the market place, profits are 
squeezed in the middle. And as these profits decline, 
so does our ability to deal more effectively through 
better tools with the price competition that we face. 
So the profit-squeezing process under which American 
business and industry have so long been laboring, and 
which recently has accelerated, has in itself tended to 
weaken greatly our competitive position. Clearly one 
contribution we can and should make towards a 
stronger, growing America is to help bring about a 
better national understanding of this indestructible re- 
lationship between profits and tools. 


Need for Adequate Depreciation Allowances 


Much of the difficulty now faced in acquiring im- 
proved tools more rapidly would be alleviated if the 
Government's tax laws recognized that the existing 
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depreciation allowance, designed to provide for the 
replacement of worn-out tools and facilities, is woe- 
fully inadequate because of inflation. The difference 
between the sums allowed for this purpose and the 
actual cost of replacing the worn-out facilities must 
come ultimately out of profits. The Machinery and 
Allied Products Institute estimates that, as a result of 
our inadequate depreciation laws, American industry 
is suffering an annual loss of some $6 billion in under- 
depreciation. Every industrial foreign country against 
which American goods must compete has more liberal 
depreciation laws, in most cases much more liberal, 
than has the United States. 

Fortunately, Government recognizes the problem, 
and help for industry along this line may be in store. 


Closing the Employment-Cost Gap 


Equally essential is a broader public understanding, 
both in and out of Government, of the necessity to 
prevent any further widening of the employment-cost 
gap. Sharing the fruits of improved production through 
price reductions to the customer is of time-proven 
benefit to employees and investors as well, but inflated 
wage costs in the postwar years have made this im- 
possible in many industries. Yet America’s capacity 
to meet the growing competitive pressures in the mar- 
kets of the world depends in large measure upon our 
ability to meet, or to better, the prices of foreign pro- 
ducers. 

This is not a hopeless undertaking, for the magni- 
tude of the trend against us has been altered to some 
degree in the past few years. The rapidity with which 
we tended towards pricing ourselves out of world 
markets seems to have been slowed down by compari- 
son with, say, three years ago. We have a chance of 
moving from high cost production to relatively lower 
cost production, from being noncompetitive as a nation 
to being competitive, although we in steel are far from 
home base at present. 


Employment Level Depends on 
Competitive Position 


For those who are interested in the unemployment 
situation, and who among us is not, is it not a major 
part of business and industry to try to win understand- 
ing and acceptance of the simple basic factors which 
create jobs? Is it not a part of our task to recognize 
the profound influence that the leadership of labor can 
and will exert, for better or for worse, upon job- 
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creating activities? Jobs depend upon sales; sales, in 
turn, depend upon the competitive position of the 
enterprise. Therefore, anything which injures the com- 
petitive position of the business, whether it be an in- 
crease in actual employment costs or a production- 
crippling strike, thereby causes sales to drop, with a 
consequent decline in production and jobs. Conversely, 
anything which fosters an increase in sales causes in- 
creased job opportunitites and strengthens job security 
as nothing else can. 


WORKING TOGETHER——FOR THE BENEFIT 
OF ALL 


To sum it all up, then, through its own unilateral 
efforts business can strengthen the competitive poten- 
tial of our nation by stressing product innovation, 
improving quality, and by increasing its sales effort. 
That is certainly a part of our mandate. Within the 
limitations of its own posers and resources, it can also 
bend every effort to improve productive facilities, 
advance its technology, and thus cut its production 
costs. But the degree of success it can score in this lat- 
ter field, and the rapidity with which it can move, will 
depend on the attitudes and actions of both Govern- 
ment and Labor. When progress is made toward these 
ends, the employment situation is improved. 


If this nation is to be strong, secure, dynamic, and 
free through the years to come, it cannot be divided 
into warring groups and contending factions. It can- 
not afford to dissipate its great energies on useless and 
senseless internal strife. There need be no hostility be- 
tween labor and business, between agriculture and 
labor, between the producer and the consumer, or be- 
tween any other groups in our society. 


America’s growth—and it must and will grow— 
will never be attained by prospering one group at the 
expense of another. Sound and healthy growth re- 
quires that every segment of our society share in it— 
not business alone and not unionized labor by itself, 
but also agriculture, all labor, investors, education, and 
Government in those areas in which government 
serves to enlarge and not restrain the freedoms of our 
people. Only by utilizing fully the specialized experi- 
ence and knowledge of all of the vitally interested 
groups in our economy can we hope to find satisfactory 
answers to the critical and complex problems of our 
age. 
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Trends in Manufacturing Employment in the Southeast 

















Last month’s article dealt with manufacturing 
growth in the Southeast since 1939. It was pointed out 
that the eight southeastern states, on the whole, have 
demonstrated remarkable increases in manufacturing 
employment, income from manufacturing, and value 
added by manufacture. 

This month’s article will narrow the picture down to 
the past three years and determine whether the trend 
established over the past twenty years appears to be 
continuing. 

The southeastern states since 1939 have averaged 
an increase of 115 per cent in manufacturing employ- 
ment as compared to 62 per cent for the other U.S. 
states. This growth is so near phenomenal that it raises 
the question: Do current developments indicate that 
the eight states continue to gain on the rest of the 
nation? 
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The answer, unfortunately, is no. In 1958 the south- 
eastern states accounted for 12.66 per cent of the totai 
U.S. manufacturing employment. By 1959 the per 
cent had risen to 12.82, and in 1960 slipped back to 
12.77. The differences in these three figures are so 
small as to be conceivably a counting error or due to 
random occurrences. Viewed from another dimension, 
manufacturing employment in the southeastern states 
increased 5.5 per cent from 1958 to 1959, and 0.6 per 
cent from 1959 to 1960. The U.S. increased 4.8 and 
1.6 per cents over these two periods respectively. Thus, 
as a group the eight southeastern states, though holding 
their own over the past three years, have not advanced 
significantly compared to the nation as a whole. 

In the table on the opposite page manufacturing 
employment is shown by quarterly mid-months for 
each of the eight southeastern states for the years 1958, 
1959, and 1960. It may be seen from these figures 
that only Florida has shown any appreciable gain on 
the rest of the nation, having increased its per cent 
from 1.15 in 1958 to 1.26 in 1960 and having gained 
about 28 thousand workers during that time. 

On the other side of the ledger, Louisiana has lost 
approximately three thousand manufacturing workers 
since 1958 and has likewise declined in its share of 
the national total. Alabama, though gaining in num- 
ber of workers, also registered a two-year drop in per 
cent of the total U. S. 

Typically, the other states showed an increase from 
1958 to 1959 in their share of the national total, then 
either held steady during 1960 or dropped back 
slightly. All of the states except Louisiana showed at 
least some gain in number of workers. 

Over-all then it appears that, based on current re- 
ports, the twenty-year boom in manufacturing em- 
ployment in the Southeast has slackened considerably. 
The future progress undoubtedly will depend upon the 
ability of the area to attract new industry and other 
capital development. 

John R. O’Toole 
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Manufacturing Employment, Eight Southeastern States, 1958-1960 



































Alabama Florida Georgia Louisiana 

number % of number % of number % of number % of 
(thousands ) US. (thousands ) US. (thousands ) US. (thousands ) US. 

1958 
February 231.3 1.48 180.9 1.16 317.2 2.03 143.3 913 
May 226.8 1.51 174.5 1.16 301.6 2.01 142.5 948 
August 230.5 1.49 170.2 1.10 318.4 2.06 143.6 929 
November 230.4 1.46 186.2 1.18 325.6 2.06 152.0 .962 
Avg. for Yr. 229.8 1.49 178.0 1.15 315.7 2.04 145.4 .939 

1959 
February 238.1 1.51 197.3 1.25 329.3 2.09 137.3 891 
May 240.7 1.48 196.3 1.21 335.8 2.07 142.7 .880 
August 228.6 1.41 190.0 1.17 340.2 2.10 142.6 .880 
November 236.4 1.45 203.6 1.25 337.1 2.07 146.0 895 
Avg. for Yr. 236.5 1.47 196.8 1.22 335.6 2.08 142.2 881 

1960 
February 237.4 1.43 212.1 1.28 338.0 2.04 138.8 839 
May 239.4 1.46 206.8 1.26 336.4 2.05 142.2 868 
August 239.2 1.46 197.0 1.20 335.2 2.04 143.1 871 
November 229.3 1.42 207.7 1.29 326.9 2.03 144.3 895 
Avg. for Yr. 236.3 1.44 205.9 1.26 334.1 2.04 142.1 873 

Mississippi North Carolina South Carolina Tennessee 

number % of number % of number % of number % of 
(thousands ) US. (thousands ) US. (thousands ) US. (thousands ) US. 

1958 
February 107.4 .688 460.8 2.95 226.9 1.45 283.6 1.82 
May 110.1 Rf 450.7 3.00 222.9 1.48 282.3 1.88 
August 116.3 752 469.2 3.03 224.6 1.45 287.9 1.86 
November 118.7 751 475.8 3.01 230.9 1.46 292.3 1.85 
Avg. for Yr. 113.1 731 464.1 3.00 226.3 1.46 286.5 1.85 

1959 
February 115.0 .729 480.5 3.05 238.7 1.51 292.2 1.85 
May 116.4 718 482.4 2.97 234.1 1.44 304.5 1.88 
August 119.5 .737 509.6 3.14 240.0 1.48 311.1 1.92 
November 121.7 .746 510.4 3.13 239.3 1.46 308.2 1.89 
Avg. for Yr. 118.2 .732 495.7 3.07 238.0 1.48 304.0 1.88 

1960 
February 119.0 719 495.9 3.00 238.2 1.44 298.9 1.81 
May 118.2 721 490.4 2.99 238.7 1.46 308.9 1.89 
August 120.4 773 502.5 3.06 241.3 1.47 313.5 1.91 
November 118.5 .735 502.1 3.11 237.6 1.47 302.9 1.88 
Avg. for Yr. 119.0 727 497.7 3.06 239.0 1.46 306.0 1.88 





Source: Employment and Earnings, Bureau of Labor Statistics, U. S. Department of Labor. 
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% Change 
1 month ‘61 
January December % January % over 
1961 1960 Change 1960 Change 1 month ‘60 
EMPLOYMENT 
Job Insurance (Unemployment) 
Payments $699,076 $647,984 +79 $402,625 +73.6 +73.6 
Job Insurance Claimants — 11,669 9,657 +20.8 7,829 +49.0 +49.0* 
Total Non-Ag. Employment —_ 363,250 371,400r —2.2 366,400r —0.9 —0.9* 
Manufacturing Employment —_ 82,900 83,350r —0.5 87,900r —5.7 —5.7* 
Average Weekly Earnings, 
Factory Workers a te aie” ake wy gical a ainda i 
Average Weekly Hours, 
Factory Workers a. ¢ Shee ‘Opie “Se Tie 
Index of Help Wanted Ads 
(Seasonally adjusted, 1947-49 
Avg.=100) 124.6 1225 +1.7 178.5 —30.2 —30.2 ¢@ j 
y i 
CONSTRUCTION | 
Number of Building Permits$ 704 510 + 38.0 556 +26.6 +26.6 
Value of Building Permits$ ______.. $7,559,383 $8,506,228 —11.1 $7,502,595 +0.8 +0.8 
Employees 21,000 22,250r —5.6 20,050r +47 +4.7* 
FINANCIALT 
Bank Debits (Millions) — $2,170.8 $2,184.4 —0.6 $2,050.0 +59 +59 
Bank Deposits (Millions) -... $1,350.3 $1,405.6 —3.9 $1,260.8 +7.1 +7.1* 
OTHER 
Department Store Sales Index __... 158 165 —4,2 175r —9,7 —9I.79 
Retail Food Price Index —._______.. 118.1 118.2 —),1 114.5 +3.1 +3.1** 
Number of Telephones in Service... 384,716 384,505 +0.1 362,913 +6.0 +6.0** 
r—Revised * Average month **End of period {—Based on retail dollar amounts 


§City of Atlanta only N.A.—Not available 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; Number Hel 
Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, y vio Georgia; Financial lene tian 
of Governors, Federal Reserve System; Retail Food Price Index: U. S. Department of Labor; Department Store Sales Index: Federal Re- 
= Bank of Atlanta and Board of Governors, Federal Reserve System; Telephones in Service: Southern Bell Telephone and Telegraph 

mpany. 


+ Data from members of the Federal Reserve System only 
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Unemployment Continued to Rise in 
January 


The national recession continued to be felt in the 
Atlanta area during January. Figures released by the 
Georgia State Employment Service show that after a 
temporary dip in mid-December, unemployment rose 
to a January estimate of 22,500 (5.0 per cent of the 
civilian labor force). This reflected a gain of 2,650 
jobless persons over December of 1960. 

Though this figure was 4,400 higher than January 
of 1960, it was still 300 below the August 1960 level, 
which was the peak for last year. 

Nearly all the other employment indicators followed 
suit in January. Job insurance payments continued to 
rise, setting a new post-1958 recession record of 
$699,076. These payments were 74 per cent over 
January of 1960. 

A small bright spot was in the Index of Help 
Wanted Ads (seasonally adjusted), which rose nearly 2 
per cent in January. This, however, lacks any real 
significance when compared with January of 1960. 
The index is 30 per cent under that month. 

More encouraging, though, is the construction pic- 
ture. In January there were 5 per cent more workers in 
contract construction than a year ago, and both the 
number and value of building permits issued by the 
City of Atlanta Inspector of Buildings were better than 
last year’s January figures. As long as the permits con- 
tinue to increase, it is reasonable to expect construc- 
tion employment to begin showing gains within a 
few months. 


Trade and Finance Developments 


Bank debits (a fairly reliable spending indicator) 
and bank deposits both slipped in January. However, 
this is customary in January, and they both registered 
good gains over January of 1960. 

Retail sales in Atlanta, judging by the Department 
Store Sales Index, did not fare too well in January. 
The index showed sales to be about 4 per cent under 
December of 1960 and about 10 per cent under Jan- 
uary of 1960. 


Employment Prospects Through February 
and March 

Layoffs of some retail sales employees and automo- 
bile assembly workers plus losses in government due to 
the adjournment of the Georgia General Assembly 
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should more than offset scattered employment increases, 
according to the State Employment Service. However, 
there should begin a seasonal uptrend by April, espe- 
cially in construction and trade. 


Announcement by the Georgia State 
Employment Service 


The following announcement was made this month 
by the Georgia Department of Labor which is relevant 
to the employment statistics carried in the Atlanta 
Economic Review. In order that our readers may un- 
derstand fully the significance of certain of the indi- 
cators, we are reprinting the announcement. 


Annual Revision of Civilian Labor Force Estimates 


Several new techniques have been utilized in the prep- 
aration of revised civilian labor force estimates by month 
for the years 1959 and 1960 for the five metropolitan 
areas in Georgia. These include Atlanta, Augusta, Colum- 
bus, Macon, and Savannah. 

Employment of nonagricultural wage and _ salary 
workers, except domestic servants, is primarily derived 
from a first quarter 1960 benchmark of workers covered by 
the Employment Security Program, Area designation is 
made on the basis of place of work. 

Estimates for nonfarm self-employed, unpaid family 
and private household workers have been carried 
previously as a constant based on the 1950 Census of 
Population. The revised estimates generally result in 
higher figures for this category since they are now related 
to national trends with respect to composition of labor 
force and further reflect changes in level of nonfarm wage 
and salary employment. This segment of the labor force 
is not separately identified in monthly publications but 
is included in the grand total of nonfarm employment. 

The agricultural employment benchmark is the prelimi- 
nary 1959 Census of Agriculture for the revised series. 
This generally has resulted in slightly lower estimates re- 
flecting the declining trend in this segment. 

Unemployment estimates produced by new estimating 
techniques are generally higher than previously reported 
due to the fact that greater — is now given to certain 
unemployment categories. Trends are determined primarily 
by the rate of unemployment experienced by ied se cov- 
ered by the Employment Security Program who have been 
separated from their jobs. In addition, seasonal allowance 
is made for smaller segments such as new entrants to the 
labor force using a new national index. 

Persons temporarily out of work while directly involved 
in a labor dispute are included in the labor force as a 
separate category. They are considered neither employed 
nor unemployed. 
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COMPANY-OPERATED TRANSPORT 
(Continued from page 8) 


To protect your company, the answer to all of these 
questions should be yes. Even then you should not be 
satisfied that your leasing arrangement is legal. Make 
sure it is your company that is actually running the 
trucking operations. 


CONCLUSION 


The questions in company-operated transport will be answered 
differently from firm to firm and industry to industry—and they 
should be, of course, because circumstances vary so much. The way to 
develop the right system for your firm is not to adopt any particular 
pattern of operations, but to use a discerning gremlins for working 


out an individual solution. You can trust to your own judgment if 
you ask the right questions. 

As the decision-making executive, you should first check to see if the 
present traffic management function is being performed effectively. 
Then institute a thorough cost study. This should include “invisible” 
costs, such as additional management burdens and competitors’ trans- 
port service offerings. More often than not, because of lack of proper 
advice and guidance, a shipper’s initial computations result in the 
false conclusion that his operating cost as a private carrier would be 
less than the cost of purchased transportation. The legality of the pro- 
posed company truck operation should also be studied. 

Next, give due consideration to long-run as well as short-run 
equipment needs. Take a broader look at your transport problem 
by investigating new service developments and the new field of busi- 
ness logistics, which may give you ideas about how to improve your 
business organization and lower distribution costs without requiring 
that you operate your own trucks. 

Finally, when making the choice between ownership and leasing of 
equipment, consider in detail the financial and legal aspects of 
alternative leasing plans. 





For further information contact: 


Dr. Francis J. Bridges 
Director of GEMS 


33 Gilmer Street, S. E. 
Atlanta 3, Georgia 





The Georgia Executive 


May 22 — 


To be held at Georgia State College of Business Administration 


“GEMS is created to accomplish one principal purpose: Help mature, seasoned, business executives 
gtow professionally in the science and art of management. Just as the physician must study medicine 
throughout his life to develop his full proficiency, the modern executive must continually keep abreast 
of new concepts and advances made in managerial thinking and methods.” 


Georgia State College of Business Administration 


Management Seminar 


June 29, 1961 
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